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MEMORANDUM

TO: Director Pat Miller
Director Sara Kyle
Director Ron Jones

FROM: Eddie Réberson, Chief, Consumer Services and External Affairs Division Q’.
Jean Stone, Counselgg/

DATE: June 10, 2004

SUBJECT: Settlement with AT&T (Docket No. 04-00172)

Attached is a Settlement Agreement between the Consumer Services Division (“Staff”) and
AT&T for alleged violations of TCA § 65-4-125(b). This statute prohibits telecommunications service
providers from billing consumers for services that they know or should know that the consumers did
not subscribe. The Staff has been investigating numerous consumer complaints against AT&T since
February 5, 2004 about a monthly recurring charge (MRC) appearing on their telephone bills. Over
the course of our investigation, the Staff has met with AT&T numerous times to address this billing
problem. This Docket was opened by the Staff on June 10, 2004 in order to present a settlement
agreement for the Authority to consider.

Settlement Terms
This Settlement Agreement requires AT&T to do the following:

e Comply with all applicable state law and their concomitant regulations;
Provide an apology letter to all Tennessee consumer improperly billed by AT&T outlining the
adjustment procedures for refunds;

e Refund or credit to all Tennesseans charges billed in error;

® Provide a report to the Authority by November 1, 2004 of the number of Tennessee consumers
and the amount of the refunds or adjustments received for erroneous charges;
Pay to the Authority $177,000 within 30 days of ratification of this settlement; and

* Attend in person the conference where this settlement is considered in case questions arise.

Considering all relevant facts including the Company’s size, financial status, good faith
response to the Authority’s investigation and the gravity of the violations, the Staff believes the terms
of this Settlement are fair and reasonable, Staff submits the attached Settlement Agreement for your
deliberation at the June 21, 2004 Authority Conference.

cc: Chairman Debi Tate
Richard Collier, General Counsel
Henry _Walker, Counsel for AT&T

Telephone (615) 741-2904, Toll-Free 1-800-342-8359, Facsimile (615) 741-8953
www.state.tn.us/tra




- ALLEGED VIOLATIONS OF
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AUTHORITY, CHAPTER 1220-4-2-.58,

BEFORE THE TENNESSEE REGULATORY AUTHORITY

NASHVILLE, TENNESSEE

IN RE:
‘ DOCKET NO. 04-00172
RULES OF TENNESSEE REGULATORY
BY:
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SETTLEMENT AGREEMENT

This Settlement Agreement has been entered into between the Consumer Services Division
(“CSD”) of the Tennessee Regulatory Authority (“TRA”) and AT&T Communications of the South ,
Central States, LLC (“AT&T” or “the Cofnpany”) and is subject to the approval of the Directors of
the TRA. |

From February 5, 2004 until the present, the CSD has received a numi)er of consumer
complaints against AT&T. Many of these complaints involve the erroneous imposition of a monthly
recurring charge (“MRC”) and allege a potential violation of Tenn. Code Ann. § 65-4-125(b) and -
Tenn. Comp. R. & Regs. 1220-4-2-.58, commonly referred to as “cramming” violations. Pursuant to
Tenn. Code Ann. § 65-4-125(b), a telecommunications service provider commits a “cramming”
violation by billing and collecting charges for services to which the provider knows or reasonably

should have known that a person has not subscribed.



The MRC was added to the residential telephone bills of customers who were assigned to
AT&T’s Basic Rate Plan as of January 1, 2004. Prior to implementing the MRC, AT&T filed a tariff
with the Federal Communications Commission, a service guide pursuant to its AT&T Consumef
Services Agreement, posted advance notice of the MRC on its website, and sent written notice to all
affected customers. |

Due to processing errors, AT&T erroneously billed the MRC chargé to approximately 40,000 v
Tennessee consumers. The TRA received the first consumer complaint regarding these billing errors
on February 5, 2004. Soon thereafter, CSD began an investigation and contacted representatives of -
AT&T to discuss these complaints. During ensuing cqnversations and at subsequent meetings,
AT&T provided CSD with information concerning the nature and scope of the processing errors.

- Tenn. Code Ann.§ 65-4-405(f) authorizes the TRA to assess a civil penalty for a violation of
the “cramming™ statute of not less than one hundred dollars (8$100) nor more than one thousand
dollars ($1,000) for each day of any violation. CSD relied upon the factors stated in Tenn. Code’
Ann. § 65-4-116(b) during the negotiations that resulted in this agreement, including the Company’s
size, financial status, good faith ahd the gravity of the violations.

In an effort to resélve‘ all of the complaints referenced above on an expeditioué basis, CSD :
and AT&T agree to settle this matter based upon the following acknowledgements and terms subject
to approval by the Directors of the TRA:

1. AT&T neither admits nor denies that the above referenced complaints are true and valid
complaints or that their actions are in violation of Tenn. Céde Ann. § 65-4-125(b) and
Tenn. Comp. R. & Regs. 1220-4-2-.58.

2. AT&T agrees to a settlement payment of one hundred and seventy seven thousand dollars
($l77,000) for these cbmplaints as authorized by Tenn. Code Ann. § 65-4-125(f), and
agrees to remit the amount of one hundred seventy seven thousand’dollars’($l77,000) to
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the Office of the Chairman of the TRA no later than thirty (30) days following the approval
of this Settlement Agreement by the TRA Directors.!

3. AT&T estimates that it has erroneously billed the MRC to approximately 40,000 Tennessee
consumers. This Settlement Agreement resolves all issues and complaints, whenever filed,
regarding those approximately 40,000 erroneously billed customers. It also resolves all
other complaints, including those not mnvolving the MRC, on file at the TRA as of June 7,
2004.

4. AT&T acknowledges it has sent or is in the process of sending letters of apolpgy to
Tennessee consumers who have been erroneously billed the MRC.

5. AT&T has made or will make fﬁll refunds of the MRC to every person in Tennessee who
was erroneously billed the MRC. The refunds are made or will be made either by sending
the consumer a check or giving the consumer a credit on his or her telephone bill. Except as
noted in paragraph 9, all refunds will be accomplished in full by September 30, 2004.

6. On or before June 30, 2004, AT&T’s internal records will reflect and AT&T will have
implemented billing systems corrections that should result in billing records corrections for
all of the approximately 40,000 Tennessee customers known, as of June 7, 2004, to have
been incorrectly billed the MRC. Adjustments to the bills of these consumers will be
reflected in refunds or in credits on the consumer’s bills by September 30, 2004. Except as
noted in paragraph 9, after June 30, 2004, no consumer should be erroneously billed the
MRC for the first time.

7. Based on the approximation described in paragraph 3, AT&T estimates that it has made or
will have made by September 30, 2004 total bill adjustments to Tennessee consumers of

approximately $224,747.00.

' The payment may be made in the form of a check, payable to the Termessee Regulatory Authority, referencing
TRA Docket No. 04-00172.
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By November 1, 2004, AT&T agrees to file a report with the TRA verifying that all of the
approximately 40,000 Tennessee consumers who were erroneously billed the MRC have
received either a éomplete refund or a bill adjustment. Such report shall include the total |
number of consumers receiving the refund or adjustment and the total dollar amount of the
refunds or adjustmentsi

AT&T is presently conducting a complete review of all Basic Rate Plan customer files and
billing records and comparing that information with BellSouth’s CARE records. This -
reconciliation ‘process may identify other individuals in Tennessee, in addition to those
identified in paragraph 3 above, who have been, or are being, erroneously billed the MRC.
If such other individuals are identified as a result of the reconciliation process, AT&T will
discontinue billing any such person, give a cbmplete refund or credit of the MRC, and
provide the peison a letter of explanation and apology. AT&T’ estimates that it will
- complete this reconciliation process within three months of its receipf of BellSouth’s
CARE records. AT&T will inform the CSD upon its receipt of these records. The CSD
and AT&T both acknowledge that compliance with this deadline depends upon AT&T
being able to promptly obtain accurate data and cooperation from BellSouth. Within 30
days of completing this process, AT&T will filea report with the TRA verifying that all of
the customers who were identified by the reconciliation process and were eironeously
billed the MRC have received either a complete refund or a bill adjustment. Such report
shall include the total number of consumers receiving the refund or adjustment and the total
dollar amount of the refunds or adjustrnents. This Settlement Agreement also resolves all
issues and complaints regariiing MRC billing errors that may arise during, or as a result of,

this reconciliation process.
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AT&T agrees to comply with all the statutory and regulatory requirements of the TRA.

In the evenf that AT&T merges or consolidates with or transfers its assets to another ﬁnn,
eorporation or eﬂtity, AT&T or its successor shall remain responsible for fully complying
with the terms and conditions of the Settlement Agreement. AT&T shall so notify the CSD
no laterv than ten (IO) days prior to the completion‘of such transaction.

AT&T agrees that‘a company representative will attend in person the Authority Conference
during which the Directors consider this Settlement Agreement.

Compliance with all terms and conditions of this Settlement Agreement by AT&T shall be
deemed a full release, accord and satisfaction of all liability for the aforementioned
outstanding issues and AT&T shall be excused from fufther proceedings in this matter.

In the event that AT&T fails to comply with the terms and conditions of this Settlement
Agreement, the TRA‘reserves the right to re-open this docket. AT&T shall pay any and all
costs incurred by the TRA to enforce the Settlement Agreement. |

This Settlement Agreement represents the entire agreement between the parties, and there

are no representations, agreements, arrangements or understandings, oral or written,

between the parties relating to the subject matter of this Settlement Agreement that are not
fully expressed herein or attached hereto.

If any clause, prbvision or section ef this Settlement Agreement shall, for any reason, be ‘
held illegal, invalid or unenforceable, such illegality, invalidity or unenforceability shall
not affect any other clause, provision or section of this Settlement Agreement and this

Settlement Agreement shall be construed and enforced as if such illegal, invalid or



unenforceable clause, section or other prows1on had not been contamed herein.
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Eddie Roberson
Chief, Consumer Services Division
Tennessee Regulatory Authority
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AT&T Communi ations of the South Central
States, LL.C

By: Henry Walker, its Attorney in Fact
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